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This thesis investigates the spillover effects in stock markets among China 
Mainland, Hong Kong, South Korea and Japan. With the trend of economic 
globalization and financial liberalization, economies interconnect increasingly. Stock 
markets in world also interact with each other. This impact from one market to 
another is known as “spillover effects”. 
This thesis analyses the spillover effects by applying VAR model. Variance 
decomposition technique allows us to separate the forecast error from each market 
into parts from itself or others. Based on it, global spillovers index can be constructed. 
First, we regress on all samples to construct spillovers index, and then derive it over 
the rolling sub-sample windows to analyze its time series change. In addition to it, 
robustness test is conducted by changing the order of these markets and taking US 
market into account. At the end, we research the extreme risk spillovers among these 
markets during subprime crisis period. 
Empirical result shows that both return and volatility spillover indices have 
suffered significant increases, and financial crisis greatly affect these indices. 
Compared to return spillover index, volatility spillover index demonstrates even more 
aggravated levels of volatility.  The above deduction is confirmed using robustness 
test. Moreover, we can find notable extreme risk spillover in this subprime crisis，and 
this extreme risk spillover from US may affect Hong Kong and Japanese markets 
directly, then conducts to other Asian markets through transition center of Hong Kong. 
Policymakers should consider both domestic spillover and foreign spillover when they 
make economic policy. For investors, as the spillover indices continue to rise among 
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